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Shortly aster the return of MAO Tsae-tung from Mosceyv, decisions were made 
ta the Politbare of the Chinese Commnist Party (CCP) regarding the 
allocation of national reaources for China's economic and political develon~ 
ment. Wot all of these decisions are known in detail cutside of the 
Politoere, Dat £4 4s known that the decisions verse based toe a considerable 
extent on commitments made by MAO while fn the USSR, and by Soviet plans 

for China. 


Im general, it was decided thn the pelitieal and economic chases of the 
Communist revolution in China would be sunvorted in each administrative 
area by the resources of that area, but that all areas should contridate 
extensively to the development of certain selected key areas. These ksy 
areas, developed nore extensively and more rapidly than the rest of the 
country, would become military, political and economic bases for the 
dafense of the entire country, and would, at a later date, facilitate the 
development of the revolution in other areas. 


in order of irmortance, ani hence in order of the proportion of resources 

to be allocated, to their develoonent, these key areag are Manchurla, northern 
and western Hoved Province, and Shansi Provinee. The remainder of China rust 
support its own development for the present and contritute to these three 
areas. Neither the content nor the ammt of the contribution to all, or 
any one of these areas, bas been rade lmown in detail. However, 1% is known 
that the contributions include direct financial subsidies from the Central 
Government, focdstuffs, industrial plants and machinery, and technical and 
administrative personnel. 


Financial contributions for the development of education have been made 
lmown. A total of JMP 2.4 billion has been allocated to education in the 
current nationel budget. This sum is to be ore-rated as follews? 


JMUP 1.2 billion ~ Manchuria 


-6 billion — Paining ani Tientain 
4 billion = Balance of China 


The amounts of food being shipned inte the three key areas from other parts 
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of China heve not been revealed, but it its lmowm that such shipments are. 
paling made and dietributed within the key areas by official agencies. * 


The details of the movement of industrial plants and equipment to these 
areas is likewige not revealed. However, certain plants and equipment 
originally in the hands of the Evanztune People's Government, which were 
intended for ingtallaticn in that province, have been requisitioned by 
Peiping and moved to the key areas. These include a hydro-electric plant 
which was to be inatalled in the Yang=chiang (78 i+ ) diatrict, but which 
has been moved to Shansi. Wowk had actually begun on thia project in that 
engineering surveya had been carried out, construction started on the 
foundations of the dem and generators, and transformers and other equipment 
accumulated in Canton. In mid-April work was stoped, and the engineering 
staff, inciuding Seviet advisers on the project, were moved to North China, 
as was the equipment in Canton. Machinery intended for a paper mill in 
1937 but shinped to Janan by the Japanese army before its installation, was 
recovered by the Nationalists and returned to Canton in 1943-49. This 
machinery has now been shivped to Manchuria, although plans were far advanced 
to install 16 in a paver mill in the Honam District, Canton. 


fechnicians of various kinds are being recruited for service in these key 
areas. Recruitine is on a voluntary basis, though threats are sometines 

used to get wellequalified men to accept employment. Salaries offered are 
300% te 400% above thoge paid elsewhere in the country. The Academia Sinica 
has set up a lerge research institute in Changchun, and China's leading social 
and natural acientists are receiving attractive offers to join its staff. Re= 
eruiting for Manchurle began in the Pelnins-Tlentsin area. The response was 
so great that local officials complained to the Politoure that Manchuria was 
toking away all of the best technical talent in North China. Reeruiting is 
now confined te the Yangtze Valley and South China. Response in Kwang tung, 
originally very light, is increasing. 


Kvangtung provincial and Canton maniecinval authorities are discruntled at this 
program that provides them no hely for the solution of their own economic, and 
attendant political, problems, and forces them to contribute to the sunnort of 
other areas. However, they have no thouzht of onpnosing the pvrogram. They 
complain to non-Communists working with them that the Central and South China 
Regional Administration ('f 4] & ) in Hankow and the Peiping authorities are 
charging them with too heavy resdonsibilities, without giving them hely in 
meeting these regnonsibilities. For exarmle, they say, desnite the fact that 
they have a notoriously unruly vopulace with which to deal, Peiping has given 
them only 2,000 of the best qualified CCP organizers and officials te handle 
Kwangtuns and Kvanest, whereas Shanchai alone was assiened 20,000. ‘They also 
say that Kwanetune and the rest of Southern China has been "written off by 
Paiping," and that Peloing does not expect to hold Southern Chine. 


As strutted above, the separate administrative entities of Comrunist China are 
required to support their own economic development, while contributing to the 
development of key areas. The provincial and larger municival governments are 
required to aubmit plans for this develonment to the area authorities. Yor 
examole, on 1 April 1950, the Kwangtune and Canton authorities vere ordered to 
prepare and submit such plans to the Central and South China Administration 
(Chung an Chu), Hankow, by 1 May, these plans to be suv orted by relevant 
statistical data. After wasting a week in futile attemots to meet this ree= 
qvirenent, the job vas turned over to SUN Yatesen University. This insti- 
tution, after s week's effort, admitted ite inability to meet Hankow's demands, 
and Iinenam University was ordered to undertake the task. By mobilizing the 
resources of the Liberal Arts Devartment, Lingnam met the deadline for the 
Canton vlan. Anti-Gomrmnist feeling and suerrilla activity prevented gathering 
necessary data from the rest of the provinrs. . 


In vreparing the vlan for Canton, the local authorities were orflered by Hanke 
fo tabulate the types of non-essential economic activities which should be 
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eliminated,and thoge which should be nromoted. They were civen a guide 

List of 150 tyves of economic activities, the majority of which were regaried 
4s noneessential by the Chung Nan Chu, whickH, in turn, was reflecting ine 
atructions from Peiping. ‘The criteria for judging whether a business activity 
was essential were frivolous and irrelevant. In general, the typical workshon 
type ox vroduction unit, which 4s responsible for the majority of China's 
production, wns usually judged non-easential. This was because such enter 
prises were deemed “commercial” and not "dndustrial," since the proprietor 
gold his produce to the consuner. Larger vroduction units, regardle:s of 
the mroduct, were classified as “industrial,” hence "essential," because they 
made no retail gales. Noneessential economic activities are, according to 
instructions, to be eliminated through taxation. Persons completing the 
Canton aurvey pointed out to the local authorities that comoliance with 
Honkow' a fastructiona vould pauverige the bulk of Canton's small vorkshoo 
orenrietors and labor corns, and curtail the production of essential goods 
and services. The Canton authorities were neranaded that thia was the case 
and said that while they would contest these rulings by the Chung Nan Chu, 
they belleved anneal would be fruitless. This survey was regarded as highly 
Classified. Similar surveys rade in Peiping ani Tientsin were shown to the 
Lingnan faculty. members concerned with the Canton gurvey, but were returned 
in the custody of officials who were menbers of the CCP. These faculty 
merbers regard the Canton survey as suverfictal and inaccurate because ine 
surfictent time vas devoted to it. They feel that the conclusions derived 
from the survey by the lecal authorities acting under instructions from 
Hankow are invalid, and reflect preconcevtivus reached on a subjective, 
dectrinalre basis, This type of econom‘c vlanning, they say, can Lead only 
te economic chaos. 
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